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Preface

The Electric Power Monthly (EPM) presents monthly
electricity statistics for a wide audience including
Congress, Federal and State agencies, the electric utility
industry, and the general public. The purpose of this
publication is to provide energy decisionmakers with
accurate and timely information that may be used in
forming various perspectives on electric issues that lie
ahead. The EIA collected the information in this report
to fulfill its data collection and dissemination
responsibilities as specified in the Federal Energy
Administration Act of 1974 (Public Law 93-275) as
amended.

Background

The Electric Power Division; Office of Coal, Nuclear,
Electricand Alternate Fuels, Energy Information Admin-
istration (EIA), Department of Energy prepares the EPM.
This publication provides monthly statistics at the State,
Census division, and U.S. levels for net generation, fossil
fuel consumption and stocks, quantity and quality of
fossil fuels, cost of fossil fuels, electricity retail sales,
associated revenue, and average revenue per kilo-
watthour of electricity sold. In addition, data on net
generation, fuel consumption, fuel stocks, quantity and

cost of fossil fuels are also displayed for the North
American Electric Reliability Council (NERC) regions.

The EIA publishes statistics in the EPM on net
generation by energy source; consumption, stocks,
quantity, quality, and cost of fossil fuels; and capability
of new generating units by company and plant.

Data Sources

The EPM contains information from seven data sources:
Form EIA-759, “Monthly Power Plant Report”; Federal
Energy Regulatory Commission (FERC) Form 423,
“Monthly Report of Cost and Quality of Fuels for
Electric Plants”; Form EI1A-826, “Monthly Electric Utility
Sales and Revenue Report with State Distributions”;
Form EIA-900, “Monthly Nonutility Sales for Resale
Report”; Form EIA-861, “ Annual Electric Utility Report”;
Form EIA-860, “Annual Electric Generator Report;” and
Form EIA-867, “Annual Nonutility Power Producer
Report.” Copies of these forms and their instructions
may be obtained from the National Energy Information
Center. A detailed description of these forms is in
Appendix B, “Technical Notes.”
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Monthly Update

Utility Generation and Retail
Sales-July 1998

Generation. U.S. net generation of electricity during
July 1998 reached a record level of 318 billion
kilowatthours, 13 billion kilowatthours (4 percent)
above the amount reported last year at this time. This
record-level generation surpassed the previous record
(305 billion kilowatthours) set during August 1995.
Temperatures (measured by cooling-degree days) that
were 6 percent warmer than normal and 10 percent
warmer than those of July 1997 across the Nation
contributed to the higher generation levels during the
month.

The energy source with the largest quantitative
increase in generation, compared with July of last year,
was coal. Generation from coal-fired plants also
reached a record level of 173 billion kilowatthours, 4
percent above the previous record (167 billion
kilowatthours) set in July 1997.

It should be noted that with the sale this year of several
large gas-fired wunits located in California to
non-utilities, gas-fired generation has dropped sig-
nificantly. During July, gas-fired generation in
California was 2 billion kilowatthours, 57 percent
below the amount reported July 1997.

Sales. Total sales of electricity to ultimate consumersin
the United States during July 1998 were 310 billion
kilowatthours, 17 billion kilowatthours (6 percent)
higher than the level reported at this time in 1997.
Compared with July 1997, retail sales of electricity in all
the major end-use sectors increased. The residential
sector had record level sales of 121 billion kilo-
watthours, 11 percent higher than July of 1997. This
record-level increase in retail sales was due to
extremely warmer temperatures across the nation
during the month. Commercial and industrial sectors
sales followed at 4 percent and 2 percent, recpectively.

Nonutility Sales for Resale -July 1998

Total estimated sales of electricity for resale by
nonutility power producers in the United States were
21 billion kilowatthours for July 1998. This reflected a
level of sales for resale that was 4 percent higher than

the level in July 1997, as well as a 9-percent increase
from June 1998.

Utility Fuel Receipts, Costs, and
Quality -June 1998

Coal. June 1998 receipts of coal at electric utilities
totaled 76 million short tons, up 6 million short tons
from receipts reported in June 1997. The tonnage
received was a record for June. For the month, con-
sumption exceeded receipts resulting in stocks of
bituminous coal falling to the 110 million short ton
level as compared to 112 million short tons in June
1997. Affecting the use of coal during the month were
much warmer-than-normal temperatures that resulted
in record coal-fired generation and coal consumption.

Year-to-date receipts of coal totaled 452 million short
tons, up 24 million short tons from the same period in
1997. The average year-to-date cost of coal delivered
in 1998 was $1.26 per million Btu as compared with
$1.29 per million Btu reported in 1997. (This decrease
does not necessarily infer a reduction in the cost of
coal. This is due to the fact that the average cost
presented here may not necessarily represent the same
mix of electric utilities receiving coal during these two
periods of time. Also, changes in the quantity and
origin of coal received during the two time periods
affect the comparison of costs.)

Petroleum. Receipts of petroleum totaled 14 million
barrels, up 4 million barrels from June 1997. This
increase in deliveries of petroleum was in-part due to
asubstantial decrease in the cost of petroleum over the
last several months and a corresponding increase in
demand for petroleum-fired generation. In June 1997,
electric utilities were paying an average of $2.63 per
million Btu for heavy oil. InJune 1998, the average cost
had decreased to $2.17 per million Btu making the fuel
attractive for baseload generation. As a result,
petroleum-fired generation during June 1998 was up 81
percent from the level of a year ago. Year-to-date
receipts of petroleum at electric utilities were 69 million
barrels in 1998 as compared to 50 million barrels
received in 1997.

Gas. Receipts of gas in June 1998 totaled 331 billion
cubic feet (Bcf), up from the 278 Bcf reported in June
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1997. The average cost of gas delivered to electric
utilities was $2.38 per million Btu, compared to $2.54
per million Btu reported in June 1997. Receipts of gas
to the West South Central Census division were 209
Bcf, up from 148 Bcf reported in June 1997. This
increase was due to much warmer-than-normal
temperatures experienced by the region in 1998.
Receipts of gas to California fell by 11 Bcf due in-part
to the nonreporting status of Southern California

Edison Company (SCE) electric plants. (During the
first-half of 1998, several SCE plants were sold and no
longer report fuels receipts on FERC Form 423).
Receipts of gas to Massachusetts were also affected by
the nonreporting status of Boston Edison Company
which sold its fossil-fueled generating plants to Sithe
Energy Company in May 1998. Nationwide, year-to-
date receipts of gas totaled 1,239 Bcf as compared to
1,143 Bcf received in 1997.
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Electricity Supply and Demand Forecast for 1998 !

The EIA prepares a short-term forecast for electricity that
is published in the Short-Term Energy Outlook. This page
provides that forecast for the current year along with
explanations behind the forecast.?

® Electricity demand in 1998 is projected to grow in
each of the five demand sectors. The overall total for
1998 is forecast at 2.0 percent above 1997 levels,
which is higher than the 1.3 percent growth rate
experienced in 1997.

® Residential demand for electricity in 1998 is projected
to increase by 2.1 percent over 1997. This is due to
the expected second and third quarter increase in
cooling demand over the same period in 1997, when
temperatures were milder than normal.

® Commercial sector demand is forecast to rise by 2.4
percent in 1998 and can be attributed mainly to
expanding employment and favorable economic
conditions. Industrial demand is projected to grow
by 1.4 percent in 1998 reflecting the continuing
growth in industrial output.

® Electricity generation at U.S. utilities is expected to
grow at the rate of 1.1 percent, just slightly below the
growth rate experienced in 1997. Nonutility
generation is projected to rise by 4.2 percent, mainly
due to capacity additions.

® Assuming that weather will be normal in 1998,
hydropower generation by electric utilities is
expected to decrease by 10.5 percent from the
abnormally high levels seen in 1996 and 1997. These
levels resulted from increased availability of
hydroelectric generation due to high runoff
conditions in the Pacific Northwest, created by
above-average rainfall in both years.

® Nuclear power generation is expected to increase by
3.4 percent as it recovers from the negative growth
seen in 1997, as many of the downed nuclear plants
go back on line (but not back up to peak 1996 levels).

® Netimports of electricity from Canada are forecast to
be 3.6 percent below last year’s level. This continues
the downward trend which began after the record
high levels of imports seen in 1994,

'Energy Information Administration, Short-Term Energy Outlook:
3rd Quarter 1998, DOE/EIA-0202 (98/3Q) (Washington, DC, July
1998).

2Further questions on this section may be directed to Rebecca
McNerney at 202-426-1251 or via Internet at rmcnerne@eia.doe.gov.

Electricity Supply and Demand
(Billion Kilowatthours)

1998

1st | 2nd | 3rd | 4th |Year

Supply
Net Utility Generation
Coal .................... 437.0 433.7 490.5 456.1 1817.4
Petroleum . ............... 209 240 264 19.0 903
NaturalGas .............. 47.9 77.1 107.0 56.8 288.8
Nuclear .................. 162.6 151.1 176.7 159.2 649.7
Hydroelectric ............. 86.7 84.0 671 64.0 3018
Geothermal and Other ® .. . .. 19 18 19 19 74
Subtotal ................ 757.0 771.7 869.7 757.0 3155.3
Nonutility Generation b
Coal .................... 16.6 159 173 193 69.1
Petroleum . ............... 4.4 4.2 4.6 51 184
NaturalGas .............. 537 514 559 626 2237
Other Gaseous Fuels ©. .. ... 30 29 31 35 125
Hydroelectric ............. 4.4 4.2 4.5 51 182
Geothermal and Other ¢ . . . . . 203 194 212 237 846
Subtotal ................ 102.3 98.0 106.7 1194 4264
Total Generation . .. ......... 859.3 869.7 976.3 876.4 3581.7
NetIlmports ................ 5.8 9.3 122 80 353
Total Supply ............... 865.1 879.0 988.5 884.4 3617.0
Losses and Unaccounted for ¢ . 54.6 776 685 679 2685
Demand

Electric Utility Sales

Residential ............... 275.8 2488 3155 254.1 1094.1
Commercial .............. 2174 2281 2625 2275 9354
Industrial ................. 2521 261.0 2723 261.7 1047.2
Other ................... 237 238 264 247 986
Subtotal ................ 769.0 761.7 876.7 768.0 3175.4
Nonutility Gener. for Own Use P 415 398 433 485 173.1
Total Demand . ........... 810.5 801.5 920.0 816.5 33485
Memo:

Nonutility Sales to
Electric Utilities® ... ......... 60.7 582 633 709 2532

@0ther includes generation from wind, wood, waste, and solar sources.

bElectricity from nonutility sources, including cogenerators and small power
producers. Quarterly numbers for nonutility net sales, own use, and
generation by fuel source supplied by the Office of Coal, Nuclear, Electric
and Alternate Fuels, Energy Information Administration (EIA), based on
annual data reported to EIA on Form EIA-867, “Annual Nonutility Power
Producer Report.”

°Includes refinery still gas and other process or waste gases, and liquefied
petroleum gases.

Yncludes geothermal, solar, wind, wood, waste, nuclear, hydrogen, sulfur,
batteries, chemicals and spent sulfite liquor.

®Balancing item, mainly transmission and distribution losses.

Notes: ®Minor discrepancies with other EIA published historical data are
due to rounding. ®Historical data are printed in bold, forecasts are in italic.
o The forecasts were generated by simulation of the Short-Term Integrated
Forecasting System. ®Mid World Oil Price Case.

Sources: Historical data:  Energy Information Administration, latest data
available from EIA databases supporting the following reports: Electric Power
Monthly, DOE/EIA-0226 and Monthly Energy Review, DOE/EIA-0035;
Projections: Energy Information Administration, Short-Term Integrated
Forecasting System database, and Office of Coal, Nuclear, Electric and
Alternate Fuels.
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Heating Degree-Days by Census Division, July 1998

Census Division Number of Degree-Days Percent Change
. Normal 1997
Normal 1997 1998 to 1998 to 1998

New England 7 37 31 NM NM
Middle Atlantic 4 19 13 NM NM
East North Central 6 31 14 NM NM
West North Central 9 28 14 NM NM
South Atlantic 0 2 1 NM NM
East South Central 0 1 0 NM NM
West South Central 0 0 0 NM NM
Mountain 13 14 3 NM NM
Pacific Contiguous 22 21 14 NM NM
U.S. Average 7 17 9 NM NM

*

“Normal” is based on calculations using temperature data from 1961 through 1990.
NM = Not meaningful (normal is less than 100 or ratio is incalculable).

Notes: ® Heating Degree-days are relative measures of outdoor air temperature used as indices of heating energy
requirements. ® Heating degree-days are the number of degrees per day that the daily average temperature falls below
65 degrees Fahrenheit. The daily average temperature is the mean of the minimum and maximum temperatures in a

24-hour period.

Source: National Oceanic and Atmospheric Administration’s National Weather Service Climate Analysis Center.
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Cooling Degree-Days by Census Division, July 1998

Census Division Number of Degree-Days Percent Change
. Normal 1997
Normal 1997 1998 to 1998 to 1998

New England 179 170 184 2.8 8.2
Middle Atlantic 247 227 242 -2.0 6.6
East North Central 249 218 233 -6.4 6.9
West North Central 325 308 320 -1.5 3.9
South Atlantic 412 423 445 8.0 5.2
East South Central 403 416 435 7.9 4.6
West South Central 543 548 658 21.2 20.1
Mountain 337 316 362 7.4 14.6
Pacific Contiguous 190 175 202 6.3 15.4
U.S. Average 316 306 336 6.3 9.8

*

“Normal” is based on calculations using temperature data for 1961 through 1990.

NM = Not meaningful (normal is less than 100 or ratio is incalculable).

Notes: ® Cooling degree-days are relative measures of outdoor air temperature used as indices of cooling energy
requirements. ® Cooling degree-days are the number of degrees per day that the daily average temperature falls above
65 degrees Fahrenheit. The daily average temperature is the mean of the minimum and maximum temperatures in a
24-hour period.

Source: National Oceanic and Atmospheric Administration’s National Weather Service Climate Analysis Center.
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Table 1.

New Electric Generating Units by Operating Company, Plant, and State,

and Retirements and Total Capability at U.S. Electric Utilities, 1998

Month/ Generating Net E Unit
ont Plant State Unit S”mT‘.’erl hergy Type
Company Capability Source
Number Code
(megawatts)
JanuaryR
Durant City Of ........ccoeviiiiiieeeeeeeee Durant 1A 7 19 Petroleum IC
Cascade City of............ Cascade 1A 3A 1.9 Petroleum IC
Florida Keys EI Coop Assn. Marathon FL 10 35 Petroleum IC
Mountain Lake City Of ........ccocveviiiiiennens Mountain Kake MN 7 1.8 Petroleum IC
FebruaryR
Mountain Lake City Of .........ccocveviiiiiicnne Mountain Lake MN 6 1.8 Petroleum IC
American Municipal Power-Ohio . Prospect Mun. Elec. OH 1 1.8 Petroleum IC
Nantucket Electric Co........ccceovvvviciiiiiienne Nantucket MA 16,17 5.0 Petroleum IC
MarchR
NONE Lo - - - - - -
April
0Osage City Of .....oovvveiiiiiieiiiiiee e Osage 1A 8 3.6 Petroleum IC
May
Geneseo City Of ......ooeviiiiiiiiiiece Geneseo IL 9 3.9 Petroleum IC
June
Montezuma City Of ......oocveevieriieieeiceee Montezuma 1A 8 1.8 Petroleum IC
Alabama Electric Coop Inc. Mclintosh AL 2 113.0 Gas CT
Alabama Electric Coop InC. .......cccccovvnens Mclintosh AL 3 114.0 Gas GT
July
Public Service Co of Colorado................... Fort St. Vrain Cco Cwi1 100.0 Waste Heat CwW
Total Capability of Newly Added
UNIS e - - - 353.9 - -
Total Capability of Retired Units............... - - - 2,225.8 - -
U.S. Total Capability ..........covvvveriiriinienn. - - - 695,727.7 - -

1 Net summer capability is estimated.
Revised.

Notes: *Totals may not equal sum of components because of independent rounding. *Data are preliminary. Final data farethe lyeaeleased
in the Inventory of Power Plants in the United Sta{@&OE/EIA-0095). *Unit Type Codes are: ECombined Cycle Combustion Turbine, G@&bmbined
Cycle Steam Turbine - Waste Heat Boiler only,=G®mbustion (gas) Turbine, #hternal Combustion.

Source: Energy Information Administration, Form EIA-860, “Annual Electric Generator Report.”
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Table 2. U.S. Electric Power Summary Statistics

Year to Date
ltems July June July _
1998 1998 1997 1998 1997 Difference
(percent)
Nonutility
Sales for Resale (Million kWﬁ)... . 21,312 19,462 20,363 130,856 129,907 0.7
Coefficient of Variation (percent).......... 1.0 1.0 .8 — — —
Electric Utility
Net Generation (Million kwh)?2
173,093 157,503 167,087 1,045,035 1,015,064 3.0
Petroleund 13,617 12,149 9,072 63,020 41,227 52.9
42,120 35,082 40,403 170,740 154,945 10.2
Nuclear POWET .........cocevviiiieeiieiieens 61,499 55,732 57,352 378,829 361,348 4.8
Hydroelectric (Pumped Storade) -666 -675 -274 -2,440 -1,851 31.8
Renewable
Hydroelectric (Conventional)........ 27,400 30,924 30,308 204,542 221,966 -7.8
Geothermal 448 354 512 2,779 3,013 -7.8
172 129 167 1,135 1,129 5
1 * 1 1 4 -68.9
Photovoltaic .... * * * 2 2 -36.7
All Energy Sources . 317,684 291,198 304,628 1,863,643 1,796,847 3.7
Consumption2
Coal (1,000 short tons) .......c.ccceveeennen. 87,521 79,499 84,727 526,719 511,142 3.0
Petroleum (1,000 barrefs).. 22,755 20,016 15,107 102,218 67,180 52.2
Gas (1,000 MCF) .cveiiiiiiiiiiieicice 448,875 379,024 429,286 1,810,301 1,623,484 11.5
Stocks (end-of-montl
Coal (1,000 short tons) .......ccccceveeenen. 109,770 118,254 109,690 — — —
Petroleum (1,000 barrefs) ................ 46,724 44,545 45,810 — — —
Retail Sales (Million kwh)7
Residential 121,311 98,806 108,895 647,788 611,783 5.9
Commercial.... 91,009 84,249 87,625 539,325 519,658 3.8
Industrial 89,527 90,922 88,171 608,094 594,440 2.3
OtheB 8,610 8,497 8,699 56,591 55,375 2.2
All Sectors 310,456 282,474 293,389 1,851,798 1,781,256 4.0
Revenue (Million Dollars)?
Residential 10,424 8,438 9,553 53,412 51,463 3.8
Commercial.... 7,024 6,447 6,934 40,105 39,532 1.5
Industrial 4,362 4,240 4,283 27,230 26,874 1.3
OtheB........ 605 597 592 3,872 3,821 1.3
All Sectors 22,415 19,722 21,362 124,619 121,689 24
Average Revenue/kWh (Cents)
Residential 8.59 8.54 8.77 8.25 841 -19
Commercial. 7.72 7.65 7.91 7.44 761 -22
Industrial .. 4.87 4.66 4.86 4.48 452 -9
OtheB...... 7.02 7.03 6.81 6.84 6.90 -9
7.22 6.98 7.28 6.73 6.83 -15
Year to Date
June May June
1998 1998 19978 19960 199 Difference
(percent)
Receipts
Coal (1,000 short tons).. 76,493 76,123 70,479 452,348 428,751 5.5
Petroleum (1,000 barre| 14,237 12,185 10,010 69,207 49,867 38.8
Gas (1,000 Mcf) 330,939 252,716 278,304 1,238,565 1,142,777 8.4
Cost (cents/million Btu)L1
126.6 126.0 127.9 126.1 128.8 -2.0
Petroleurd2. 222.4 2215 274.4 221.6 285.8 -22.4
Gad3 237.6 247.1 254.3 251.7 270.6 -7.0

See next page for footnotes.
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1 values are estimates based on a cutoff sample; see Technical Notes for a discussion of the sample design for Form EIA-900.
2 Values for 1998 are estimates based on a cutoff model sample; see Technical Notes for a discussion of the sample dé&sigm BAthe
759; 1997 estimates have been adjusted to reflect the Form EIA-759 census data and are final; see Technical Notes fomedijcstoiegy.
3 Includes petroleum coke.
Represents total pumped storage facility production minus energy used for pumping. Pumping energy used at pumped stfoadelplants
1998 was 3,142 million kilowatthours.
5 The July 1998 petroleum coke consumption was 134,698 short tons.
6 The July 1998 petroleum coke stocks were 577,071 short tons.
7 Values for 1998 are estimates based on a cutoff model sample; see Technical Notes for a discussion of the sample dézigm fBrAthe
826; values for 1997 have been revised and are preliminary. Retail revenue and retail average revenue per kilowattheclude tases such
as sales and excise taxes that are assessed on the consumer and collected through the utility. Retail sales and netyensratoe-
spond exactly for a particular month for a variety of reasons (i.e., sales data may include purchases of electricity fiiies rmoriotported elec-
tricity). Net generation is for the calendar month while retail sales and associated revenue accumulate from bills aopecimdisfof time (28 to
35 days) that vary dependent upon customer class and consumption occurring in and outside the calendar month.
Includes public street and highway lighting, other sales to public authorities, sales to railroads and railways, andtinészésates.
9 Values are preliminary for 1998 and final for 1997.
10 The June 1998 petroleum coke receipts were 348,405 short tons.
11 Average cost of fuel delivered to electric generating plants; cost values are weighted values.
12 june 1998 petroleum coke cost was 69.0 cents per million Btu.
*13 Includes small amounts of coke-oven, refinery, and blast-furnace gas.
= For detailed data, the absolute value is less than 0.5; for percentage calculations, the absolute value is less themt.0.05 perc
NM = This value may not be applicable or the percent difference calculation is not meaningful.
Notes: ¢« * means the absolute value of the number is less than 0.5. «Totals may not equal sum of components becauskenf indepen
rounding. *Percent difference is calculated before rounding. =kiMiwatthours, and Mefthousand cubic feet. +Monetary values are ex-
pressed in nominal terms.
Sources: *Energy Information Administration, Form EIA-759, “Monthly Power Plant Report”; Form EIA-826, “Monthly Electric Utility Sales
and Revenue Report with State Distributions”; Form EIA-900, “Nonutility Sales for Resale Report”; Form EIA-861, “AnnciaicBliility Report.”
*Federal Energy Regulatory Commission, FERC Form 423, “Monthly Report of Cost and Quality of Fuels for Electric Plants.”
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determines that the utility has "market control that has
an adverse effect on the competitive generation market."

Bill A -10 does provide for the recovery of stranded costs
through a market transition charge (MTC). The MTC
would show as a separate component on each electric
bill and would not exceed eight years. It would allow
for the recovery of generation plant costs and power
purchase contracts with utilities and nonutilities. The
legislation also allows the BPU to use securitization to
refinance stranded costs. Under this method, the State
would issue bonds and use the proceeds to pay utility
stranded costs. By the State issuing the bonds and
providing the lenders with a high level of security, the
expectation is that the proceeds could be obtained at a
reduced interest rate from what the utilities could obtain
or currently have outstanding and result in a net savings
for utility customers . Electric customers would then pay

a transition bond charge to pay for the bonds.

Bill A-10 also provides for an increased use of renewable
fuels. Starting January 1, 2001, one-half of one percent
of kilowatthours sold in New Jersey must come from
renewable energy sources. This would increase to one
percent by January 1, 2006. Bill A-10 provides the BPU
with additional powers to help New Jersey meet federal
Clean Air Act quality standards. 3

DQE Terminates Merger with Allegheny
Power

A ruling by the Pennsylvania Public Utility Commission
(PUC) to reduce Allegheny Power Systems, Incor-
porated (APS) stranded costs from $1.5 billion to $524
million has resulted in the proposed merger of APS and
DQE, Inc., (DQE) being placed in jeopardy. In a letter to
APS, DQE asked that the merger be terminated due to
the "material adverse effect " under the Agreement and
Plan of Merger that results from the $1 billion reduction
in stranded costs. In response, APS stated that the
reduction in stranded cost awarded the company is not
final, and that the reduction does not have a material
adverse effect on the company. APS believes that DQE
has no right to terminate the merger and remains
obligated to help obtain the needed regulatory
approvals. However, on October 5, 1998, DQE informed
APS that it had officially terminated the Agreement and
Plan of Merger. The merger recently received a con-
ditional approval from the Federal Energy Regulatory
Commission provided that the Cheswick Generating

Station would be divested in order to alleviate concerns
about market power. Currently, the merger is awaiting
approval from the Federal Trade Commission and the
Securities and Exchange Commission. APS noted that
they intend to take legal action if DQE does not go
forward with the merger.

The DQE position is based upon the $10.6 merger
agreement that was announced in April 1997. At the
time, Pennsylvania had just adopted the Customer
Choice Act. It required both DQE and West Penn Power
Company (a subsidiary of APS) to file restructuring
plans to recover stranded costs. According to DQE, "the
merger agreement provided for the possibility that the
PUC orders could adversely affect one company such
that the other would not be obligated to close the
transaction." According to DQE, the reduction in
stranded costs that APS would be allowed to

recover compromises the agreement?

The merger was originally hailed as "a natural fit." APS
is a rural and suburban winter-peaking utility serving
approximately 1,400,000 customers in parts of Maryland,
Ohio, Pennsylvania, Virginia, and West Virginia. DQE
is a Pennsylvania based summer-peaking utility with
approximately 580,000 customers, most of whom are
located in urban areas including Pittsburgh. Savings
from the merger are expected to exceed $1 billion over
a ten year period. If a merger is concluded, the com-
bined company will be named Allegheny Energy.
Electric utility subsidiaries would include Monongahela
Power Company, Potomac Edison Company, West Penn
Power Company, and DQE’s Duquesne Light Com-

pany.®

FERC Issues Report on June’s Wholesale
Electricity Market Crisis

The Federal Energy Regulatory Commission (FERC) has
issued an 87 page report that examines the turmoil in the
wholesale electricity markets in the Midwest during the
week of June 22-26, 1998. During this period, prices for
electricity soared from an average of $25-$35 per
megawatthour to as high as $7,500 a megawatthour.
Some market participants who were selling or buying
power during this period either lost or made hundreds
of millions of dollars due to ‘spikes’ that occurred in the
price of electricity. In producing the report, the FERC
conducted interviews with ut ility officials, power
marketers, state public service commissions, regional

3 publicService Electric & Gas Company, extracted from the Internet at http://www.pseg.com, on September 21, 1998.
4 DQE, Incorporated, extracted from the Internet at http://www.dge.com on September 23, 1998.
® Allegheny Power Systems, Incorporated, extracted from the Internet at http://www.alleghenypower.com on September 23, 1998.
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reliability councils, industrial customers, and traders.
The report sites the following as contributing to the price
volatility that occurred in the Midwest during this
period.©

& An above-average amount of generating capacity
was not available in the Midwestern United States
due to planned and unplanned outages, including
weather-related damage to generating and trans-
mission facilities.

& Unseasonably hot temperatures that were higher
than forecasted continued over a sustained period
and a broad region, increasing demand for electric
power to near-record levels in the Midwest and
neighboring areas.

& Transmission capacity reduced the ability of utilities
to move power where it was needed.

& Market information systems did not communicate
clear, current, and reliable short-term price signals.

& Defaults on power sales contracts temporarily
lowered market confidence and led parties to seek
more short-term supplies than usual.

& Simple inexperience in dealing with the conditions
listed above in markets that are becoming more
competitive hampered effective responses by some
market participants.

One long-term trend that the report identifies as being a
factor in the June pricing abnormalities is the growth in
Midwest summer peak demands for electricity without

a comparable increase in generating capacity. Also, the
report notes that outages at nuclear plants have caused
utilities in the region to depend on other regions for
power. The report does point out that the reliability of
the regional transmission system was maintained and
that no blackouts occurred, nor were their any cases
where firm service to retail customers were curtailed. It
states that the "particular combination of events that led

to the magnitude of the June 1998 price increases is not

likely to recur."

6 staff Report to the Federal Energy Regulatoryn@ission on the Causes of the Wholesale Electric Pricing Abnormalities in the Midwest During

The report does suggest that the FERC review and
improve its monitoring activity to "better detect whether
any manipulation of wholesale markets or unduly
discriminatory transmission practices are occurring."
Since the June turmoil, their has been questions raised
about the practices of some regional utilities and their
transmission facilities. It was widely reported that some
deals to deliver power could not be made because some
utilities would not allow their transmission system to be
used. The report calls for the FERC to consider setting
up a system to capture "real-time reporting of the prices
for and availability of wholesale power and interstate
transmission." The report does not call for price caps on
sellers of electricity who have market-based rates, nor
does it call for the FERC to set creditworthiness
standards for electricity marketers.

The report provides detailed information on operating
conditions, including a look back into the operating
background for the Spring of 1998, weather, load, and
capacity conditions, available generating capacity in the
Midwest, and available generating capacity in other
regions. It also provides a day-by-day review of
significant events that occurred during the June price
spike and a similar but smaller price spike that occurred
during July 20-24, 1998. A copy of the report can be
obtained from the FERC website at the Internet address
shown in footnote 6.

The merger sequence leading up to the formation of
MidAmerican Energy was incorrectly stated in the
article titled "CalEnergy To Buy MidAmerican Energy."
The correct sequence is as follows: In 1990, Midwest
Resources was formed by the merger of Midwest Energy
Inc (the holding company for lowa Power Inc. and lowa
Public Service Company) and lowa Resources Inc. In
1992, lowa Power Inc. and lowa Public Service Company
merged to form Midwest Power Inc. which become a
subsidiary of Midwest Resources. In 1995, Midwest
Resources merged with lowa lllinois Gas & Electric
Company to form MidAmerican Energy Company.

June 1998. September 22, 1998. Extracted from the Internet at http://www.ferc.fed.us on September 29, 1998.
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Electric Utility Plants That Have Been Sold and Reclassified as Nonutility Plants

Nameplate
Capacity
Utility Plant State (megawatts) Date Buyer
Commonwealth Edison Co. IN, Inc.  State Line IN 614 January 1998 Southern Energy
Commonwealth Edison Co., Inc. Kincaid IL 1,319 January 1998 Dominion Energy
Southern California Edison Co. Long Beach CA 587 March 1998 NRG/Destec Energy
Southern California Edison Co. Cool Water CA 727 April 1998 Houston Industries
Southern California Edison Co. El Segundo CA 997 April 1998 NRG/Destec Energy
Southern California Edison Co. Ellwood CA 57 April 1998 Houston Industries
Southern California Edison Co. Etiwanda CA 1,049 April 1998 Houston Industries
Southern California Edison Co. Highgrove CA 169 April 1998 Thermo Electron
Southern California Edison Co. Mandalay CA 573 April 1998 Houston Industries
Southern California Edison Co. San Bernardino CA 131 April 1998 Thermo Electron
Boston Edison Edgar MA 18 May 1998 Sithe Energy
Boston Edison Framingham MA 43 May 1998 Sithe Energy
Boston Edison L Street MA 19 May 1998 Sithe Energy
Boston Edison Mystic MA 1,100 May 1998 Sithe Energy
Boston Edison New Boston MA 718 May 1998 Sithe Energy
Boston Edison West Medway MA 135 May 1998 Sithe Energy
Southern California Edison Alamitos CA 2,120 May 1998 AES Corporation
Southern California Edison Huntington Beach CA 1,009 May 1998 AES Corporation
Southern California Edison Redondo Beach CA 1,573 May 1998 AES Corporation
Pacific Gas & Electric Co. Morro Bay CA 1,056 July 1998 Duke Energy
Pacific Gas & Electric Co. Moss Landing CA 1,624 July 1998 Duke Energy
Pacific Gas & Electric Co. Oakland CA 201 July 1998 Duke Energy
Southern California Edison Co. Ormond Beach CA 1,613 July 1998 Houston Industries

4Start date for facility to begin reporting as a nonutility generator.
Source: Energy Information Administration, Office of Coal, Nuclear, Electric and Alternate Fuels, U.S. Department of Energy.

After an electric utility plant is sold and reclassified as nonutility plant, data for that plant is no
collected on EIA Form-759, “Monthly Power Plant Report,” and Federal Energy Regulatorgi€3ion
(FERC) Form 423, “Monthly Report of Cost and Quality of Fuels for Electric Plants.” Data collecte
to the sale will continue to be shown in this report. Consequently, a comparison dE@&end historical
State, Census Division, and U.S. level totals will be affected by the reclassification of plants.

longer
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AUUAAKKKKKKKKKKKKKKKKKKKK BKSGOK B K K KKK KKK KIKBEkio+ fiffkooo 000kfi+0 6fokaod Nokdof
AUUCEKKKKKKKKKKKKKKKKKKKK RKaaOK sk KK KKK KKK KikBKdkau o gokufio 006ka+0 Ofgk++0 Nokfi++
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Nae... @KKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKK 06+k600 fi6okaou 6k620 ol <10 G) 6+koug
N @KKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKK oookuauu Adgkon+ +ko@6 [ole 1210} 06kudo
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a..—£...",.. M@KKKKKKKKKKKKKKKKKKKKKKKKKKKK 00gkd00 A6ok6oo 0k@do 0+ko66 NOdo 606koud
OfE— .. M@KKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKK ofigkdo+ A60okdod 6kodu ofikafidibao 060kofo
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AuUG@KKKKKKKKKKKKKKKKK K K3URKBdHEBE KK KK KK K REGROGKEKOSU okoofikoog 0kdo+ko+d Oug 0kodg
AUUAGKKKKKKKKKKKKKKKK K K KaCHKRikHK B K KK KK K K B BHRGORK 6O okdz+kdoo okadokouu 020 6kdog
AUUGAKKKKKKKKKKKKKKKK KK KIGOKBHKRIEE K KK KK K K E#dd<Kskaou okidokadu okauokuod [ole)] 6kfou
AUUGEKKKKKKKKKKKKKKKKKK K<k Badid< B K KKK KKK IR gk oou +k&+dkuuu fikuuokoo+ 0006 O0k@do
AUUGEKKKKKKKKKKKKKKKKK K KGOK SR K KKK KKK §@kddBkuO g 6kudokdo+ fikugakod+ 60u 6kd+0
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Qo™ f T @KKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKK 60kgdgk+fd 60koduk+0f 66gkda0 Adukdod 0o+
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A... ™Moe™" @KKKKKKKKKKKKKKKKKKKKKKKKKKKKKKK 60k668k+6 60kii+0kd6d 6dukout A6+kono filg
O™ fFr@KKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKK 60kaudkdd0 606kdd0kawi 006+kafig fookadon 0+d
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AntotE @KKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKK 00ko6UKOOD 00k+0ukg+g 0600kd00 fi+0ka6o udo
a..—£...",... M@KKKKKKKKKKKKKKKKKKKKKKKKKKKK 00kd6+ka06 00kdd0kigd 00k6o+ fdokdafi 0+06
Of£— .. M@KKKKKKKKKKKKKKKKKKKKKKKKKKKKKKKK 00ko60fkad6 06kogiikion 06+0kaou AUOkAGO oua
O-¥..." .. M@KKKKKKKKKKKKKKKKKKKKKKKKKKKK 006k6068kad0 00k+80k@do 6-+0kaun ABukood 6o
A...f... ... M@KKKKKKKKKKKKKKKKKKKKKKKKKKKKK 006kd066kd6M 00k+060k6d2 Onokodo A00ko++ oo
A—E£+“@KKKKKKKKKKKKKKKK KKK BB KK KK KK KB@Tiko+0k06+ 0koouking fkugokao+ oku++ 6kogii
fuug
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